Disciplinary and 
Other NASD Actions 


REPORTED FOR AUGUST 


NASD® has taken disciplinary actions against the following firms and individuals 
for violations of NASD rules; federal securities laws, rules, and regulations; and 

the rules of the Municipal Securities Rulemaking Board (MSRB). The information 
relating to matters contained in this Notice is current as of the end of July 2003. 


Firm Expelled, Individual Sanctioned 


Key West Securities, Inc. (CRD #38305, Cardiff by the Sea, California) and 
Amr “Tony” Elgindy (CRD #1824634, Registered Representative, Colleyville, 
Texas) were fined $51,000, jointly and severally. Elgindy was barred from associa- 
tion with any NASD member in any capacity, and the firm was expelled from NASD 
membership. The National Adjudicatory Council (NAC) imposed the sanctions 
following appeal of an Office of Hearing Officers (OHO) decision. The sanctions 
were based on findings that the firm and Elgindy engaged in a manipulation 
scheme when Elgindy posted artificially high bids that were designed to inflate the 
price of a stock. The firm and Elgindy also inserted high bids without intending to 
honor them. In addition, the firm and Elgindy failed to disclose that the firm was 
making a market in a security or that it would sell to, or buy from, customers on a 
principal basis. 


Elgindy and the firm have appealed this action to the U.S. Securities and 
Exchange Commission (SEC). The sanctions, except for the bar and expulsion, are 
not in effect pending consideration of the appeal. (NASD Case #CMS000015) 


Firm Suspended 


Schneider Securities, Inc. (CRD #16434, Denver Colorado) submitted an Offer 
of Settlement in which the firm was suspended from all trading activities for two 
years. In light of the financial status of the firm, no monetary sanctions have been 
imposed. Without admitting or denying the allegations, the firm consented to the 
described sanction and to the entry of findings that it transmitted to the NASDAQ 
Stock Market, Inc., through the Automated Confirmation Transaction Service™ 
(ACT™), last-sale reports of fictitious transactions in a NASDAQ National Market® 
(NNM) security. The findings also stated that the firm reported these fictitious 
transactions in an NNM security with the intent to cause the market for the stock 
to attain a higher price. NASD also found that the firm engaged in a manipulative, 
deceptive, and/or fraudulent conduct by intentionally or recklessly causing to be 
reported to the NASDAQ Stock Market, Inc., last-sale reports of transactions in a 
common stock for the purpose of affecting the price in the security. In addition, 
NASD found that the firm published and circulated, or caused to be published and 
circulated, communications through last-sale reports to ACT of fictitious 
transactions in a common stock that the firm did not believe were bona fide 
purchases or sales. Furthermore, the findings stated that the firm failed to 


NASD NtM / DISCIPLINARY ACTIONS AUGUST 2003 PAGE 485 


establish, maintain, or enforce procedures reasonably designed 
to ensure that it reported only bona fide transactions in the last- 
sale reports it reported to the NASDAQ Stock Market, Inc., 
through ACT. The findings also included that the firm failed to 
have in place procedures to adequately review trades reported 
to ACT, or to ensure that its employee did not report fictitious 
trades to ACT. 


The firm’s suspension began July 21, 2003, and will 
conclude at the close of business July 20, 2005. (NASD Case 
#CMS030001) 


Firm Expelled, Individual Sanctioned 


Patterson Travis, Inc. (CRD #16540, Englewood, Colorado) 
and David Thomas Travis (CRD #448950, Registered 
Principal, Aurora, Colorado) The firm was fined $50,000 and 
expelled from NASD membership, and Travis was fined $50,000 
and barred from association with any NASD member in any 
capacity. The sanctions were based on findings that the firm, 
acting through Travis, contravened SEC Rules 15g-2, 15g-3, and 
15g-5, in that prior to effecting transactions in a penny stock for 
the accounts of public customers, the firm did not furnish to the 
customers a penny stock transactions risk disclosure statement 
and did not obtain from the customers a manually signed and 
dated written acknowledgement of receipt of the document. 
The findings also stated that the firm, acting through Travis, 
prior to effecting transactions in a penny stock for customers’ 
accounts or in writing at the time of confirmation, did not 
disclose to customers the inside bid quotation and the inside 
offer quotation for the penny stock, and did not disclose to 
customers the aggregate amount of cash compensation to its 
associated persons in connection with these transactions. 


In addition, the findings stated that the firm did not 
obtain a written agreement setting forth the identity and 
quantity of a penny stock to be purchased and a signed and 
dated written statement from each purchaser relating to the 
purchaser's financial condition, investment experience, and 
investment objectives. NASD found that the firm, acting through 
Travis, failed to supervise properly the sale of a penny stock by 
registered representatives to achieve compliance with applicable 
securities laws, regulations, and NASD rules. Furthermore, NASD 
found that the firm and Travis attempted to conceal their 
violation of the penny stock rules and to obstruct an NASD 
investigation. In addition, NASD found that the firm and Travis 
failed to comply with the terms of an Order of Settlement that 
involved, among other things, violations of the Penny Stock 
Rules. (NASD Case #C06020003) 
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Firms Fined, Individuals Sanctioned 


American Heritage Church Finance, Inc. (CRD #18285, 
Orlando, Florida) and Bryant Forrest Thompson (CRD 
#1127521, Registered Principal, Orlando, Florida) submitted 
a Letter of Acceptance, Waiver, and Consent in which the firm 
was censured and fined $40,000, of which $25,000 was 
assessed jointly and severally with Thompson. Thompson was 
also suspended from association with any NASD member in any 
capacity for 90 days. Without admitting or denying the 
allegations, the firm and Thompson consented to the described 
sanctions and to the entry of findings that the firm participated 
in church bond offerings wherein pursuant to the offering 
materials, funds received from the sale of the church bonds 
would be placed in an escrow account and not be released until 
a minimum contingency was met. The findings also stated that 
the firm, acting through Thompson, caused funds to be released 
from the escrow account before the minimum contingency was 
reached, thereby rendering the representations in the offering 
materials false. NASD also found that the firm, acting through 
Thompson, failed to ensure that customer records contained 
information required by NASD Conduct Rule 3110c. In addition, 
NASD found that the firm, acting through Thompson, failed to 
establish, maintain, and enforce a supervisory system reasonably 
designed to achieve compliance with SEC and NASD rules. 


Thompson's suspension began July 21, 2003, and will 
conclude October 18, 2003. (NASD Case #C07030043) 


D.R. Mayo & Co., Inc. (CRD #8658, San Francisco, California) 
and Donald Richard Mayo (CRD #324176, Registered 
Principal, Piedmont, California) submitted an Offer of 
Settlement in which the firm was censured and fined $10,000, 
jointly and severally with Mayo. Mayo was barred from 
association with any NASD member in a principal or supervisory 
capacity. Without admitting or denying the allegations, the 
respondents consented to the described sanctions and to the 
entry of findings that the firm and Mayo failed to establish, 
maintain, and enforce written procedures reasonably designed 
to achieve compliance with NASD rules and to otherwise 
supervise an individual. (NASD Case #C01020025) 


Your Discount Brokers, Inc. (CRD #25438, Boca Raton, 
Florida) and Michael Silverstein (CRD #2012130, Registered 
Principal, Coral Springs, Florida) submitted a Letter of 
Acceptance, Waiver, and Consent in which the firm was 
censured and fined $17,500. Silverstein was fined $75,000 and 
suspended from association with any NASD member in any 
capacity for two months. Without admitting or denying the 
allegations, the respondents consented to the described 
sanctions and to the entry of findings that Silverstein recklessly 
and/or intentionally entered priced day orders to buy 100 shares 
of stock into the order delivery and execution system of the 
firm’s clearing firm at prices that Silverstein knew, or should have 
known, would improve the National Best Bid (NBB) for the stock, 
in that the full price and size of such order would be reflected in 


PAGE 486 


the public quotation stream as the best prices and sizes at which 
a market participant was willing to buy shares of the stock. The 
findings stated that the entering of such orders by Silverstein 
was manipulative, deceptive, and/or fraudulent conduct, and 
that he entered such orders at prices that were higher than the 
previous NBB for the stock within 2 to 28 seconds before the 
close of the trading day. NASD also found that each of the 29 
priced orders that Silverstein entered to purchase shares of the 
company became the closing bid in the company, and, as a 

result of this conduct, Silverstein was able to cause market 
appreciation in his margin account at the firm in the aggregate 
amount of $251,553.13 and, by virtue of the manner in which 
the firm’s clearing firm calculated margin liabilities, to decrease the 
amount of his margin exposure in his margin account. In addition, 
the findings stated that the firm failed to establish a supervisory 
system reasonably designed to achieve compliance with applicable 
securities laws and regulations concerning quotation and trading 
activity at or near the close of the trading day. 





Silverstein’s suspension began July 7, 2003, and will 
conclude September 6, 2003. (NASD Case #CMS030135) 


Firms and Individuals Fined 


Morgenthau & Associates, Inc. (CRD #6586, Ft. Lauderdale, 
Florida) and Anthony Reginald Morgenthau (CRD #340142, 
Registered Principal, Coral Gables, Florida) submitted a 
Letter of Acceptance, Waiver, and Consent in which they were 
censured and fined $13,000, jointly and severally. Without 
admitting or denying the allegations, the firm and Morgenthau 
consented to the described sanctions and to the entry of 
findings that the firm, acting through Morgenthau, began a 
best-efforts underwriting and, after raising approximately $2.5 
million from public investors, issued amendments changing the 
terms of the offering by extending the termination date of the 
offering and raising the maximum dollar amount of the offering. 
The findings also stated that the firm failed to give notice of the 
changes to the original investors, failed to provide them with 
copies of the amendments, and failed to provide them an 
opportunity to reaffirm or rescind their purchases. (NASD Case 
#C07030039) 


U.S. Clearing Corp. (CRD #13071, New York, New York) and 
Leslie Charles Quick, III (CRD #1079748, Registered 
Principal, Bernardsville, New Jersey) submitted a Letter of 
Acceptance, Waiver, and Consent in which they were censured 
and fined $75,000, jointly and severally. Without admitting or 
denying the allegations, the firm and Quick consented to the 
described sanctions and to the entry of findings that the firm, 
acting through Quick, entered into agreements with a 
correspondent member firm that enabled the firm to misclassify 
certain funds as allowable assets for net capital purposes on its 
FOCUS reports and other financial documents. The findings also 
stated that the firm prepared inaccurate financial records in 
connection with the agreements. (NASD Case #C10030050) 
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Firms Fined 


Bear Stearns & Company, Inc. (CRD #79, Whippany, New 
Jersey) submitted a Letter of Acceptance, Waiver, and Consent 
in which the firm was censured and fined $20,000. Without 
admitting or denying the allegations, the firm consented to the 
described sanctions and to the entry of findings that it failed, 
within 90 seconds after execution, to transmit through ACT last- 
sale reports of transactions in OTC Equity and Consolidated 
Quotation Service (“CQS”) securities. The findings also stated 
that the firm failed, within 90 seconds after execution, to 
transmit through ACT last-sale reports of transactions in OTC 
Equity and CQS securities and failed to designate through ACT 
such last-sale reports as late. In addition, NASD found that the 
firm incorrectly designated as .SLD through ACT last-sale reports 
of transactions in OTC Equity and CQS securities reported to 
ACT within 90 seconds of execution. (NASD Case 
#CMS030141) 


First Clearing Corporation (CRD #17344, Glen Allen, 
Virginia) submitted a Letter of Acceptance, Waiver, and 
Consent in which the firm was censured and fined $10,000. 
Without admitting or denying the allegations, the firm 
consented to the described sanctions and to the entry of 
findings that it failed, within 90 seconds after execution, to 
transmit through ACT last-sale reports of transactions in 
NASDAQ National Market, NASDAQ SmallCap, and OTC Equity 
securities. The findings also stated that the firm incorrectly 
designated as “.T” through ACT last-sale reports of transactions 
in OTC Equity securities executed during normal market hours. 
(NASD Case #CMS030144) 


Huberman Financial Inc. (CRD #28760, Dallas, Texas) 
submitted a Letter of Acceptance, Waiver, and Consent in which 
the firm was censured and fined $20,000. Without admitting or 
denying the allegations, the firm consented to the described 
sanctions and to the entry of findings that as a market maker in 
securities, it caused a locked/crossed market condition prior to 
the market opening by entering a bid (ask) quotation that 
locked/crossed another market maker's quotations without 
immediately thereafter sending through SelectNet to the market 
maker(s) whose quote(s) it locked or crossed a Trade-or-Move 
message(s) that was at the receiving market maker’s quoted 
price and whose aggregate size was at least 5,000 shares. The 
findings also stated that the firm was a party to a locked or 
crossed market condition prior to the market opening and 
received a Trade-or-Move message in each instance through 
SelectNet, and, within 30 seconds of receiving such messages, 
failed to fill the incoming Trade-or-Move message for the full 
size of the message or move its bid down (offer up) by a 
quotation increment that would have unlocked/uncrossed the 
market. (NASD Case #CMS030136) 
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J. P. Morgan Invest, LLC (CRD #1326, Boston, 
Massachusetts) submitted a Letter of Acceptance, Waiver, and 
Consent in which the firm was censured, fined $10,000, and 
required to revise its supervisory procedures concerning locked 
and crossed markets within 30 business days. Without admitting 
or denying the allegations, the firm consented to the described 
sanctions and to the entry of findings that it entered a priced 
order into an Electronic Communications Network (ECN) that 
was displayed in The NASDAQ Stock Market at a price that 
caused a locked or crossed market condition to occur in each 
instance, without making reasonable efforts to avoid a locked or 
crossed market by attempting to execute transactions with all 
market makers whose quotations would be locked or crossed. 
The findings also stated that the firm’s supervisory system did 
not provide for supervision reasonably designed to achieve 
compliance with respect to the applicable securities laws and 
regulations concerning locked and crossed markets. (NASD 
Case #CMS030140) 


J.P. Morgan Securities Inc. (CRD #18718, New York, New 
York) submitted a Letter of Acceptance, Waiver, and Consent in 
which the firm was censured and fined $50,000. Without 
admitting or denying the allegations, the firm consented to the 
described sanctions and to the entry of findings that, as a 
market maker in securities, it was a party to a locked or crossed 
market condition prior to the market opening, and received a 
Trade-or-Move message in each instance through SelectNet and, 
within 30 seconds of receiving such messages, failed to fill the 
incoming Trade-or-Move message for the full size of the 
message or move its bid down (offer up) by a quotation 
increment that would have unlocked/uncrossed the market. The 
findings also stated that the firm was a registered market maker 
in securities, that an order was presented to the firm at the 
firm’s published bid or published offer in an amount up to its 
published quotation size, and that the firm failed to execute the 
orders upon presentment and thereby failed to honor its 
published quotation. Furthermore, NASD found that the firm 
failed to show certain terms and conditions on the 
memorandum of brokerage orders in connection with orders 
received on the first day of secondary trading immediately 
following 12 initial public offerings (IPOs). (NASD Case 
#CMS030150) 





Ladenburg, Thalmann & Company, Inc. (CRD #505, New 
York, New York) submitted a Letter of Acceptance, Waiver, and 
Consent in which the firm was censured; fined $92,500; 
required to pay $3,674.54, plus interest, in restitution to a public 
customer; and required to revise its written supervisory 
procedures concerning firm quote compliance, registration and 
qualifications of trading supervisors, order handling and 
execution, best execution of internal agency orders, anti- 
competitive practices, short sales, locked and crossed markets, 
Order Audit Trail System™ (OATS™),record keeping, SEC Rule 
15c2-11, and NASD Marketplace Rule 6740 within 30 business 
days. 
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Without admitting or denying the allegations, the firm 
consented to the described sanctions and to the entry of 
findings that, as a market maker in securities, an order was 
presented to the firm at the firm’s published bid or published 
offer in an amount up to its published quotation size, and the 
firm failed to execute the orders upon presentment and thereby 
ailed to honor its published quotation. The findings also stated 
that the firm, as a market maker in securities, was a party to a 
ocked or crossed market condition prior to the market opening, 
received a Trade-or-Move message in each instance through 
SelectNet, and, within 30 seconds of receiving such messages, 
failed to fill the incoming Trade-or-Move message for the full 
size of the message or move its bid down (offer up) by a 
quotation increment that would have unlocked/uncrossed the 
market. NASD also found that the firm failed to 
contemporaneously or partially execute customer limit orders in 
NASDAQ securities after it traded each subject security for its 
own market-making account at a price that would have satisfied 
each customer's limit order; and the firm executed a short-sale 
transaction and failed to report the transaction to ACT with a 
short-sale modifier and as an exempt short sale. 


£ 





Furthermore, the findings stated that the firm failed 
to accept or decline in ACT transactions in an eligible security 
within 20 minutes after execution; to report to ACT the correct 
symbol indicating whether the firm executed transactions in 
eligible securities in a principal or agency capacity; to correct 
execution time for transaction in an eligible security; and to 
correct the symbol indicating whether the transaction was a 
buy, sell, sell short, sell short exempt, or cross for transactions 
in eligible securities. In addition, NASD found that the firm 
incorrectly designated transactions as riskless to ACT and failed 
to submit, for the offsetting, “riskless” portion of “riskless” 
principal transaction(s) in CQS and OTCBB securities, either 
a clearing-only report with a capacity indicator of “riskless 
principal,” or a non-tape, non-clearing report with a capacity 
indicator of “riskless principal.” NASD also determined that the 
firm failed to display immediately the customer limit orders in 
NASDAQ securities in its public quotation, when each such order 
was at a price that would have improved the firm’s bid or offer 
in each such security; or when the order was priced equal to the 
firm's bid or offer and the national best bid or offer in such 
security, and the size of the order represented more than a de 
minimis change in relation to the size associated with its bid or 
offer in each such security. 


In addition, the findings stated that the firm failed to 
preserve for a period of not less than three years, with the first 
two being in an accessible place, the memorandum of seven 
brokerage orders, and failed to show the times of entry on the 
memorandum of six brokerage orders and on the volumes of 
multiple partial executions of a customer’s order on the 
memorandum of two brokerage orders. NASD further found 
that, in transactions for or with a customer, the firm failed to 
use reasonable diligence to ascertain the best inter-dealer 
market, and failed to buy or sell in such market so that the 
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resultant price to its customer was as favorable as possible under 
prevailing market conditions. The findings stated that the firm 
failed, within 90 seconds after execution, to transmit through 
ACT last-sale reports of transactions in NNM securities, failed to 
designate through ACT such last-sale reports as late, and failed 
to report through ACT last-sale reports of transactions and the 
correct price of the transaction in NNM securities. NASD also 
found that the firm published quotations for an OTC Equity 
Security, or, directly or indirectly, submitted such quotations for 
publication in a quotation medium and did not have in its 
records the documentation required by SEC Rule 15c2-11(a) 
(“paragraph (a) information”); did not have a reasonable basis 
under the circumstances for believing that the paragraph (a) 
information was accurate in all material respects; or did not have 
a reasonable basis under the circumstances for believing that the 
sources of the paragraph (a) information were reliable. 


The findings also stated that the firm failed to file a 
Form 211 with NASD at least three business days before the 
firm’s quotations were published or displayed in a quotation 
medium and failed to properly classify orders as “covered” or 
“not covered” for purposes of calculating its monthly data 
report pursuant to SEC Rule 11Ac1-5. In addition, NASD found 
that the firm's supervisory system did not provide for supervision 
reasonably designed to achieve compliance with applicable 
securities laws and regulations concerning firm quote 
compliance, registration and qualifications of trading supervisors, 
order handling and execution, best execution of internal agency 
orders, anti-competitive practices, short sales, locked and 
crossed markets, OATS, record keeping, SEC Rule 15c2-11, and 
NASD Marketplace Rule 6740. (NASD Case #CMS030153) 


Magna Securities Corporation (CRD #30935, New York, 
New York) submitted a Letter of Acceptance, Waiver, and 
Consent in which the firm was censured, fined $15,000, and 
required to revise its supervisory procedures concerning ACT 
trade reporting within 30 business days. Without admitting or 
denying the allegations, the firm consented to the described 
sanctions and to the entry of findings that it failed, within 90 
seconds after execution, to transmit through ACT last-sale 
reports of transactions in eligible securities. The findings also 
stated that the firm also incorrectly designated as “.SLD,” 
through ACT, these last-sale reports of transactions in eligible 
securities reported to ACT within 90 seconds of execution. In 
addition, NASD found that the firm’s supervisory system did not 
provide for supervision reasonably designed to achieve 
compliance with applicable securities laws and regulations 
concerning ACT trade reporting. (NASD Case #CMS030127) 


Merrill Lynch, Pierce, Fenner & Smith Inc. (CRD #7691, New 
York, New York) submitted a Letter of Acceptance, Waiver, and 
Consent in which the firm was censured, fined $12,500, and 
required to revise its supervisory procedures concerning 
obtaining and documenting three quotations in non-NASDAQ 
securities within 30 days. Without admitting or denying the 
allegations, the firm consented to the described sanctions and to 
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the entry of findings that in connection with transactions in non- 
NASDAQ securities, it failed to contact and obtain quotations 
from three dealers to determine the best inter-dealer market for 
each subject security. The findings stated that the firm failed to 
display immediately customer limit orders in NASDAQ securities 
in its public quotation, when each such order was at a price that 
would have improved the firm’s bid or offer in each such 
security; or when the order was priced equal to the firm’s bid or 
offer and the national best bid or offer for each such security, 
and the size of the order represented more than a de minimis 
change in relation to the size associated with the firm's bid or 
offer in each such security. In addition, NASD found that the 
firm’s supervisory system did not provide for supervision 
reasonably designed to achieve compliance with applicable 
securities laws and regulations concerning obtaining and 
documenting three quotations in non-NASDAQ securities. 
(NASD Case #CMS030142) 


OTA LLC (CRD #25816, Purchase, New York) submitted a 
Letter of Acceptance, Waiver, and Consent in which the firm 
was censured, fined $15,000, and required to revise its 
supervisory procedures concerning OATS reporting within 30 
business days. Without admitting or denying the allegations, the 
firm consented to the described sanctions and to the entry of 
findings that it failed to submit required information to OATS on 
15 business days. The findings also stated that the firm 
transmitted to OATS execution reports that contained 
inaccurate, incomplete, or improperly formatted data, and 
submitted to OATS Reportable Order Events (ROEs) with respect 
to equity securities traded on The NASDAQ Stock Market that 
were not in the electronic form prescribed by NASD. 
Furthermore, NASD found that the firm's supervisory system did 
not provide for supervision reasonably designed to achieve 
compliance with applicable securities laws and regulations 
concerning OATS reporting. (NASD Case #CMS030143) 


Penson Financial Services, Inc. (CRD #25866, Dallas, Texas) 
submitted a Letter of Acceptance, Waiver, and Consent in which 
the firm was censured and fined $25,000. The firm was also 
required to retain an independent consultant to conduct a 
review of and to prepare written reports and make 
recommendations as to the adequacy of the firm's supervisory 
and compliance policies and procedures and its system for 
applying such procedures. Without admitting or denying the 
allegations, the firm consented to the described sanctions and to 
the entry of findings that it failed to establish and maintain a 
supervisory system reasonably designed to address the 
processing of letters of authorization received from its 
correspondent firms. (NASD Case #C06030011) 


Primex (CRD #29394, Hempstead, New York) submitted a 
Letter of Acceptance, Waiver, and Consent in which the firm 
was censured and fined $10,000. Without admitting or denying 
the allegations, the firm consented to the described sanctions 
and to the entry of findings that it permitted an individual to 
perform duties as a general securities principal while his 
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registration status with NASD was inactive due to his failure to 
timely complete the Regulatory Element of NASD’s Continuing 
Education Rule. The findings also stated that the firm, acting 
through an individual, failed to comply with the terms of its 
Membership Agreement, in that it failed to file a written notice 
to NASD at least 30 days in advance regarding a change in 
ownership of the firm and failed to notify promptly NASD of its 
intent to open a branch office. In addition, NASD found that the 
firm, acting through an individual, failed to file an application 
for approval to NASD at least 30 days in advance regarding a 
change in ownership of the firm. Furthermore, the findings 
stated that the firm, acting through an individual, failed to 
establish and maintain a supervisory system over the activities of 
a branch office reasonably designed to achieve compliance with 
applicable securities laws, regulations, and NASD Rules, in that 
the firm, acting through an individual, permitted the individual's 
NASD Electronic Signature and password to be used by a person 
at the firm who was not a registered principal, and permitted 
new accounts to be opened and orders to be executed through 
a branch office without the approval of a principal of the firm. 
(NASD Case #C8A030049) 


RBC Dain Rauscher, Inc. (CRD #31194, Minneapolis, 
Minnesota) submitted a Letter of Acceptance, Waiver, and 
Consent in which the firm was censured and fined $17,500. 
Without admitting or denying the allegations, the firm 
consented to the described sanctions and to the entry of 
findings that, as a market maker in the securities, it was a party 
to a locked or crossed market condition prior to the market 
opening and entered a pre-opening bid (offer) quotation that 
was equal to or greater (less) than the pre-opening asked (bid) 
quotation of another market maker entering quotations in the 
same securities, and failed to send immediately through 
SelectNet® a Trade-or-Move message to the market maker 
whose quotations it locked or crossed for at least 5,000 shares 
in aggregate. In addition, the findings stated that the firm was a 
party to a locked or crossed market condition prior to the 
market opening and failed, within 30 seconds of receiving a 
Trade-or-Move Message, either to fill the incoming Trade-or- 
Move Message for the full size of the message or to move its 
bid down (offer up) by a quotation increment that would 
unlock/uncross the market. (NASD Case #CMS030147) 


Swift Trade Securities, Inc. (CRD #45141, Toronto, Ontario) 
submitted a Letter of Acceptance, Waiver, and Consent in which 
the firm was censured and fined $10,000. Without admitting or 
denying the allegations, the firm consented to the described 
sanctions and to the entry of findings that it executed short-sale 
transactions in NNM securities at or below the current inside bid 
when the current inside bid was below the preceding inside bid 
in the security. The findings also stated that the firm’s 
supervisory system did not provide for supervision reasonably 
designed to achieve compliance with applicable securities laws 
and regulations concerning the execution and reporting of 
short-sale transactions. (NASD Case #CMS030134) 
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TD Securities (USA) Inc. (CRD #18476, New York, New York) 
submitted a Letter of Acceptance, Waiver, and Consent in which 
the firm was censured and fined $10,000. Without admitting or 
denying the allegations, the firm consented to the described 
sanctions and to the entry of findings that it failed to report to 
the Fixed Income Pricing SystemSM (FIPS SM) transactions in FIPS 
securities within five minutes after execution. The findings also 
stated that the firm incorrectly reported to FIPS transactions in 
FIPS securities and in high-yield securities that the firm should 
not have reported to FIPS under the FIPS rules. (NASD Case 
#CMS030145) 


USB Securities LLC (CRD #7654, Stamford, Connecticut) 
submitted a Letter of Acceptance, Waiver, and Consent in which 
the firm was censured and fined $72,500. Without admitting or 
denying the allegations, the firm consented to the described 
sanctions and to the entry of findings that, as a market maker in 
the securities, without making reasonable efforts to avoid a 
locked or crossed market by executing transactions with all 
market makers whose quotations would be locked or crossed, it 
entered bid or ask quotations in The NASDAQ Stock Market, 
which caused a locked or crossed market condition to occur in 
each instance. NASD found that an order was presented to the 
firm at the firm’s published bid or published offer in an amount 
up to its published quotation size, and the firm failed to execute 
the orders upon presentment and thereby failed to honor its 
published quotation. The findings also stated that the firm 
caused a locked/crossed market condition prior to the market 
opening by entering a bid (ask) quotation that locked/crossed 
another market maker’s quotations without immediately 
thereafter sending through SelectNet, to the market maker(s) 
whose quotes it locked or crossed, a Trade-or-Move message(s) 
that was at the receiving market maker's quoted price and 
whose aggregate size was at least 5,000 shares. 


In addition, the findings stated that the firm was a 
party to a locked or crossed market condition prior to the 
market opening, and received a Trade-or-Move message in each 
instance through SelectNet and within 30 seconds of receiving 
such messages, failed to fill the incoming Trade-or-Move 
message for the full size of the message or move its bid down 
(offer up) by a quotation increment that would have 
unlocked/uncrossed the market. Furthermore, NASD found that 
the firm failed, within 90 seconds after execution, to transmit 
through ACT last-sale reports of transactions in OTC Equity 
securities, and failed to designate through ACT such last-sale 
reports as late. The findings also stated that the firm reported to 
ACT last-sale reports of transactions in OTC Equity securities on 
an “as of” basis when electronic submission on the trade date 
of such transactions was possible through ACT, and incorrectly 
designated as “.PRP” through ACT last-sale reports of 
transactions in OTC Equity securities. NASD further found that 
the firm transmitted to OATS reports that contained inaccurate, 
incomplete, or improperly formatted data; specifically, these 
reports omitted the Account Type Code. (NASD Case 
#CMS030155) 
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Individuals Barred or Suspended 


Emmett Maurice Abercrombie (CRD #307, Registered 
Representative, Atlanta, Georgia) submitted an Offer of 
Settlement in which he was barred from association with any 
NASD member in any capacity. Without admitting or denying 
the allegations, Abercrombie consented to the described 
sanction and to the entry of findings that he participated in 
private securities transactions without providing written notice 
to, and obtaining written approval from, his member firm. The 
findings also stated that Abercrombie intentionally failed to 
disclose information to his member firm regarding sales of units 
in a private placement offering to public customers. (NASD 
Case #C07030020) 


Gregory Lee Adams (CRD #4561328, Associated Person, 
Santa Clarita, California) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was fined $5,000 and 
suspended from association with any NASD member in any 
capacity for 60 days. The fine must be paid before Adams 
reassociates with any NASD member following the suspension or 
before requesting relief from any statutory disqualification. 
Without admitting or denying the allegations, Adams consented 
to the described sanctions and to the entry of findings that he 
willfully misrepresented material facts on his Uniform Application 
for Securities Industry Registration or Transfer Form (Form U4). 


Adams’ suspension will begin August 18, 2003, and 
will conclude at the close of business October 16, 2003. (NASD 
Case #C02030039) 


Mark Paul Adler (CRD #2194735, Registered 
Representative, West Orange, New Jersey) was fined 
$20,000 and suspended from association with any NASD 
member in any capacity for 18 months. The fine must be paid 
before Adler reassociates with any NASD member following the 
suspension or before requesting relief from any statutory 
disqualification. The sanctions were based on findings that Adler 
had a personal account with his member firm in which he 
traded equities. The findings stated that Adler's firm imposed a 
90-day restriction on Adler's account, and that while the 
restriction was in effect, Adler was not allowed to make a 
purchase in his account unless a principal of his member firm 
had confirmed that Adler had enough money in his account to 
pay for the trade. NASD also found that Adler signed the initials 
of a principal on an order ticket for purchases in his account 
without authorization. 





Adler's suspension began July 7, 2003, and will 
conclude at the close of business January 6, 2005. (NASD Case 
#C9B020060) 


Anthony William Allen (CRD #1653113, Registered 
Principal, Warren, Ohio) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was fined $5,000 and 
suspended from association with any NASD member in any 
capacity for 30 days. Without admitting or denying the 
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allegations, Allen consented to the described sanctions and to 
the entry of findings that he engaged in outside business 
activities, for compensation, and failed to provide his member 
firm with prompt written notice of his outside business activities. 


Allen’s suspension began July 21, 2003, and will 
conclude at the close of business August 19, 2003. (NASD Case 
C8B030013) 


Gregory Wylen Anderson (CRD #2113685, Registered 
Principal, Fort Collins, Colorado) submitted an Offer of 
Settlement in which he was barred from association with any 
NASD member in any capacity and ordered to disgorge 
commissions earned in partial restitution to the customers in the 
amount of $209,345. Without admitting or denying the 
allegations, Anderson consented to the described sanctions and 
to the entry of findings that he participated in activities outside 
the scope of his employment with his member firm and failed to 
provide his firm with prompt written notice of his activities. 
(NASD Case #C3A030011) 


Sawsan Anis Bardissi (CRD #2815723, Registered 
Representative, Lansdale, Pennsylvania) submitted a Letter of 
Acceptance, Waiver, and Consent in which she was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Bardissi consented to the 
described sanction and to the entry of findings that, while 
associated with her member firm, she dated and altered dates 
on Regulation 60 documents so as to give the false impression 
that two meetings had occurred when, in fact, only one meeting 
had occurred. The findings also stated that Bardissi failed to 
respond to NASD requests to appear for on-the-record 
interviews. (NASD Case #C9B030039) 


Kyle Leon Baxter (CRD #4515485, Registered 
Representative, Allegan, Michigan) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Baxter consented to the 
described sanction and to the entry of findings that he willfully 
failed to disclose a material fact on his Form U4. The findings 
also stated that Baxter failed to respond to NASD requests for 
information. (NASD Case #C8A030047) 


Patricia Ann Bennett (CRD #2663117, Registered 
Representative, Kearney, Nebraska) submitted a Letter of 
Acceptance, Waiver, and Consent in which she was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Bennett consented to the 
described sanction and to the entry of findings that she 
converted $96,774.19 from customer accounts by writing 
checks to withdraw funds from their securities accounts, and 
that she made unauthorized transfers from their accounts and 
deposited said funds into bank and securities accounts under 
her control. (NASD Case #C04030036) 
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Leonard Joseph Bertucci (CRD #1936823, Registered 
Representative, Torrance, California) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Bertucci consented to the 
described sanction and to the entry of findings that he failed to 
respond to NASD requests for information. (NASD Case 
#C02030034) 


Axel Rolando Bonilla (CRD #2337142, Registered 
Representative, Paterson, New Jersey) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Bonilla consented to the 
described sanction and to the entry of findings that he received 
checks from a public customer in the amount of $165,000, 
payable to a firm intended for investment in securities. The 
findings stated that Bonilla, instead of investing the customer’s 
funds, misused such funds for other purposes without the 
customer's permission or authority to use the funds in this 
manner. NASD also found that Bonilla created and gave to the 
customer a false account statement reflecting the customer's 
purported securities holdings. (NASD Case #C9B030040) 


Robert Alan Brannon (CRD #2662633, Registered 
Representative, Vancouver, Washington) submitted a Letter 
of Acceptance, Waiver, and Consent in which he was suspended 
from association with any NASD member in any capacity for 
four months. In light of the financial status of Brannon, no 
monetary sanctions have been imposed. Without admitting or 
denying the allegations, Brannon consented to the described 
sanction and to the entry of findings that he engaged in private 
securities transactions without prior written notice to, and 
approval from, his member firm. 


Brannon’s suspension began July 21, 2003, and will 
conclude at the close of business November 20, 2003. (NASD 
Case #C3B030010) 


Richard Breglia (CRD #4571975, Registered Representative, 
Greenwich, Connecticut) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was barred from association 
with any NASD member in any capacity. Without admitting or 
denying the allegations, Breglia consented to the described 
sanction and to the entry of findings that he willfully failed to 
disclose material facts on his Form U4. (NASD Case 
#C11030023) 


Terrance Gary Buyze (CRD #2317177, Registered 
Representative, Traverse City, Michigan) submitted a Letter 
of Acceptance, Waiver, and Consent in which he was barred 
from association with any NASD member in any capacity. 
Without admitting or denying the allegations, Buyze consented 
to the described sanction and to the entry of findings that he 
failed and neglected to give written notice of his intention to 
engage in a private securities transaction by participating in the 
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sale of securities for compensation, and failed to receive written 
approval from his member firm prior to engaging in such 
activities. The finding also states that Buyze failed and neglected 
to provide prompt, written notice to his member firm of his 
outside business activities, in that he accepted compensation 
from another company for the sale of tax-qualified long-term 
care insurance policies to public customers. NASD also found 
that Buyze failed to respond fully to NASD requests for 
information and documents. (NASD Case #C8A030054) 


David Weenam Chinn (CRD #2158472, Registered 
Representative, Elk Grove, California) submitted an Offer 
of Settlement in which he was fined $39,785 and suspended 
from association with any NASD member in any capacity for 
six months. The fine must be paid before Chinn reassociates 
with any NASD member following the suspension or before 
requesting relief from any statutory disqualification. Without 
admitting or denying the allegations, Chinn consented to 
the described sanctions and to the entry of findings that he 
participated in outside business activities for compensation 
without providing prompt written notification to his member 
firm. 


Chinn's suspension began August 4, 2003, and will 
conclude at the close of business February 3, 2004. (NASD Case 
#C01030003) 


Phillip John Chipping (CRD #4024959, Registered 
Representative, Salt Lake City, Utah) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined 
$20,786.44, including disgorgement of commissions received of 
$15,786.44, ordered to pay $157,901 in restitution to a public 
customer, and suspended from association with any NASD 
member in any capacity for one year. The fine and restitution 
must be paid before Chipping reassociates with any NASD 
member following the suspension or before requesting relief 
from any statutory disqualification. Without admitting or 
denying the allegations, Chipping consented to the described 
sanctions and to the entry of findings that he made 
recommendations to a customer to liquidate securities and to 
purchase variable annuities without having a reasonable basis 
for believing these recommendations were suitable for the 
customer in light of the customer’s circumstances, needs, and 
other security holdings. 


Chipping’s suspension began August 4, 2003, and will 
conclude at the close of business August 3, 2004. (NASD Case 
#C3A030026) 


Douglas Royce Cochrane (CRD #3244003, Registered 
Representative, Boca Raton, Florida) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined $5,000 
and suspended from association with any NASD member in any 
capacity for 15 business days. The fine must be paid before 
Cochrane reassociates with any NASD member following the 
suspension or before requesting relief from any statutory 
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disqualification. Without admitting or denying the allegations, 
Cochrane consented to the described sanctions and to the entry 
of findings that he engaged in outside business activities outside 
the scope of his relationship with his member firm, and failed to 
provide written notice of his intent to participate in the business 
activity to his member firm. 


Cochrane's suspension began July 21, 2003, and 
concluded at the close of business August 8, 2003. (NASD Case 
#C07030040) 


George Michael DiFuilo (CRD #2689129, Registered 
Principal, Staten Island, New York) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined 
$10,000, ordered to disgorge commissions in partial restitution 
to a public customer in the amount of $46,458.48, and 
suspended from association with any NASD member in any 
capacity for six months. The fine and restitution must be paid 
before DiFuilo reassociates with any NASD member following 
the suspension or before requesting relief from any statutory 
disqualification. Without admitting or denying the allegations, 
DiFuilo consented to the described sanctions and to the entry of 
findings that he exercised control over the account of a public 
customer and effected numerous and excessive securities 
transactions in this account using unsuitable levels of margin, in 
a manner that was inconsistent with the customer's investment 
objective. 


Difuilo’s suspension began August 4, 2003, and will 
conclude at the close of business February 3, 2004. (NASD Case 
#C9B030044) 


Douglas Paul Dillmann (CRD #1787564, Registered 
Representative, Chicago, Illinois) was barred from association 
with any NASD member in any capacity. The sanction was based 
on findings that Dillmann engaged in outside business activities 
by receiving compensation without providing written notice to 
his member firm, and that he failed to respond timely and 
completely to NASD requests for information. (NASD Case 
#C8A030006) 


Mark Christopher Donato (CRD #1018583, Registered 
Representative, Pittsburgh, Pennsylvania) submitted a Letter 
of Acceptance, Waiver, and Consent in which he was fined 
$15,000 and suspended from association with any NASD 
member in any capacity for 25 business days. Without admitting 
or denying the allegations, Donato consented to the described 
sanctions, and to the entry of findings that he recommended 
that public customers exchange 100 percent of the funds each 
had invested in sub-accounts within variable annuities into a 
sub-account within annuities involving a growth fund, without 
having reasonable grounds to believe that his recommendations 
and resultant transactions were suitable for the customers based 
on their financial situation, investment objectives, and needs. 
The findings also stated that Donato told a customer that he 
would compensate her for any loses in her variable annuities 
account. 
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Donato's suspension began August 4, 2003, and will 
conclude at the close of business September 8, 2003. (NASD 
Case #C9A030021) 


Paul Hanson Dustman (CRD #4375429, Registered 
Representative, Napa, California) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Dustman consented to the 
described sanction and to the entry of findings that he failed to 
respond to NASD requests for information. (NASD Case 
#C02030041) 


Vincent John Gallo (CRD #851192, Registered 
Representative, Clemmons, North Carolina) submitted a 
Letter of Acceptance, Waiver, and Consent in which he was 
fined $17,500, including disgorgement of $11,672.21 in 
commissions received, and suspended from association with any 
NASD member in any capacity for 90 days. The fine must be 
paid before Gallo reassociates with any NASD member in any 
capacity following the suspension or before requesting relief 
from any statutory disqualification. Without admitting or 
denying the allegations, Gallo consented to the described 
sanctions and to the entry of findings that he engaged in a 
private securities transaction for compensation, and failed to 
provide his member firm with prior written notice of his 
intentions and to receive approval from his member firm. 


Gallo’s suspension began July 21, 2003, and will 
conclude October 18, 2003. (NASD Case #C07030044) 


Allen Norman Ginesin (CRD #222161, Registered 
Representative, Bethel, New York) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity and required 
to pay $4,500 in restitution, plus interest, to a public customer. 
The restitution must be paid before Ginesin reassociates with 
any NASD member following the suspension or before 
requesting relief from any statutory disqualification. Without 
admitting or denying the allegations, Ginesin consented to the 
described sanctions and to the entry of findings that he misused 
$4,500 received from a public customer for investment in a 
private placement of securities. (NASD Case #C11030020) 


Kenneth Lawrence Gliwa (CRD #1087236, Registered 
Principal, Smithtown, New York) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Gliwa consented to the 
described sanction and to the entry of findings that he failed to 
supervise reasonably the activities in his member firm's branch 
office in that he allowed two unregistered persons to hire 
brokers and independently operate the office. The findings also 
stated that Gliwa directed his firm’s trading desk to follow the 
instructions of the unregistered persons that resulted in three 
orders being routed to another company. In addition, NASD 
found that Gliwa failed to conduct any meaningful review of the 
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securities to determine whether they were suitable investments 
for the customers, and he allowed the firm to operate without 
any written supervisory procedures. (NASD Case #CMS030148) 


Michael Anthony Gonzalez (CRD #2515811, Registered 
Representative, Pasadena, California) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Gonzalez consented to the 
described sanction and to the entry of findings that he received 
$27,200 from a public customer to be invested, and instead 

of applying the funds as directed, he misused the funds for a 
period of time before returning the misused funds to the 
customer. (NASD Case #C02030038) 


Sherry Lynn Grenier (CRD #1972967, Registered 
Representative, White Plains, New York) submitted a Letter 
of Acceptance, Waiver, and Consent in which she was fined 
$10,000 and suspended from association with any NASD 
member in any capacity for one year. The fine must be paid 
before Grenier reassociates with any NASD member following 
the suspension or before requesting relief from any statutory 
disqualification. Without admitting or denying the allegations, 
Grenier consented to the described sanctions and to the entry 
of findings that she signed customer signatures on Letters of 
Authorization (LOAs) at the request of, and as an 
accommodation to, public customers to effect transfers of client 
funds or assets that were approved by the customers and did 
not result in misappropriation or any other customer harm. The 
findings also stated that Grenier failed to disclose to her 
member firm that she had signed the customer signatures on 
the LOAs. NASD also found that Grenier failed to reasonably 
supervise sales assistants in a branch office under her supervision 
and failed to enforce the firm's written supervisory procedures 
regarding the completion of LOAs and other firm-transfer forms. 





Grenier’s suspension began July 21, 2003, and will 
conclude at the close of business July 20, 2004. (NASD Case 
#C10030043) 


Charles Christian Grinkmeyer (CRD #2906437, Registered 
Representative, Vestavia Hills, Alabama) submitted a Letter 
of Acceptance, Waiver, and Consent in which he was fined 
$10,000 and suspended from association with any NASD 
member in any capacity for 15 days. Without admitting or 
denying the allegations, Grinkmeyer consented to the described 
sanctions and to the entry of findings that he recommended 
and effected transactions in the account of a public customer 
without having reasonable grounds for believing that the 
recommendations and resultant transactions were suitable for 
the customer on the basis of her financial situation and needs. 
The findings also stated that Grinkmeyer executed transactions 
in the account of a public customer using time and price 
discretion verbally granted by the customer without reconfirming 
the client's continued desire to effectuate the transactions, and 
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without having obtained prior written authorization from the 
customer to conduct discretionary trades and written acceptance 
of the account as discretionary from his member firm. 


Grinkmeyer’s suspension began August 4, 2003, and 
will conclude at the close of business August 18, 2003. (NASD 
Case #C05030032) 


Ralph Timothy Grubb (CRD #1528906, Registered 
Representative, Johnson City, Tennessee) submitted an Offer 
of Settlement in which he was suspended from association with 
any NASD member in any capacity for 15 business days. In light 
of the financial status of Grubb, no monetary sanction has been 
imposed. Without admitting or denying the allegations, Grubb 
consented to the described sanction and to the entry of findings 
that he recommended and effected transactions to public 
customers without having reasonable grounds for believing that 
the recommendations and resultant transactions were suitable 
for the customer on the basis of her financial situation and 
needs. 


Grubb’s suspension began August 4, 2003, and will 
conclude at the close of business August 22, 2003. (NASD Case 
#C05030019) 


Frank Hilary Hickcox, Il (CRD #2676308, Registered 
Principal, Santa Ana, California) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Hickcox consented to the 
described sanction and to the entry of findings that, without the 
prior knowledge, authorization, or consent from public 
customers, he executed and/or caused to be executed 
unauthorized transactions in the customers’ accounts. The 
findings also stated that Hickcox, when confronted by the 
customers about the unauthorized transactions, misrepresented 
to the customers that the trades had or would be cancelled 
when in fact they were not, and provided the customers with 
false reports purported to be from the clearing firm with which 
he did business, but were created without the firm's knowledge 
or consent. (NASD Case #C02030037) 


lan-Max Henriquez (CRD #4011853, Registered 
Representative, Los Angeles, California) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined $7,500 
and suspended from association with any NASD member in any 
capacity for 10 business days. Without admitting or denying the 
allegations, Henriquez consented to the described sanctions and 
to the entry of findings that he engaged in business activities for 
compensation outside the scope of his member firm, and failed 
to provide prompt written notification of the transactions to his 
member firm. 


Henriquez’ suspension began August 4, 2003, and 
concluded at the close of business August 15, 2003. (NASD 
Case #C02030035) 
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Stephen W. Hill (CRD #4319575, Registered Representative, 
Beach, North Dakota) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was barred from association 
with any NASD member in any capacity. Without admitting or 
denying the allegations, Hill consented to the described sanction 
and to the entry of findings that he failed to respond to NASD 
requests for information. (NASD Case #C04030033) 


Rolando Julian Jarvis (CRD #2703213, Registered Principal, 
Deer Park, New York) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was barred from association 
with any NASD member in any capacity. Without admitting or 
denying the allegations, Jarvis consented to the described 
sanction and to the entry of findings that he converted and/or 
misused $550,100 of customers’ funds intended for investment 
purposes without the knowledge, authorization, or consent of 
the customers. The findings also stated that Jarvis failed to 
respond to NASD requests for information. (NASD Case 
#C04030034) 


Michael Norman Kane, II (CRD #2167829, Registered 
Representative, Pleasant Hill, lowa) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Kane consented to the 
described sanction and to the entry of findings that he 
converted $20,704.90 of customer funds by withdrawing funds 
from the customer's securities account with blank checks signed 
by the customer and depositing said funds into his own personal 
bank account. The findings also stated that Kane failed to 
respond to NASD requests for information. (NASD Case 
#C04030037) 


Mark Elliot Kastan (CRD #2580106, Registered 
Representative, Montvale, New Jersey) and Martin Baron 
Dropkin (CRD #4027393, Registered Representative, New 
York, New York) submitted a Letter of Acceptance, Waiver, and 
Consent in which Kastan was fined $50,000 and suspended 
from association with any NASD member in any capacity for 10 
business days. Dropkin was censured and fined $25,000. 
Without admitting or denying the allegations, Kastan and 
Dropkin consented to the described sanctions and to the entry 
of findings that they wrote and published research reports that 
failed to disclose adequately risks regarding a broadband 
telecommunications service provider, particularly that the 
provider needed to raise more than $3 billion to reach a free 
cash flow positive status and that it might not be able to raise 
the necessary funds. The findings also stated that Kastan and 
Dropkin recommended the purchase of the provider's common 
stock with a “strong buy” rating without a reasonable basis for 
the 12-month target price per share contained in the reports. 


Kastan’s suspension began July 21, 2003, and 
concluded August 1, 2003. (NASD Case #CAF030034) 
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Evan Lewis Kaye (CRD #2459633, Registered 
Representative, New York, New York) submitted an Offer of 
Settlement in which he was barred from association with any 
NASD member in any capacity and required to pay $665,071.17, 
plus interest, in restitution to customers. Satisfactory proof of 
payment of restitution must be made before Kaye reassociates 
with any NASD member. Without admitting or denying the 
allegations, Kaye consented to the described sanctions and to 
the entry of findings that he executed unauthorized transactions 
in the accounts of public customers without their prior 
knowledge, authorization, or consent. The findings also stated 
that Kaye failed to respond to NASD requests for information. 
(NASD Case #C€04020030) 


Kevin James Kowalski (CRD #728382, Registered Principal, 
Hanover Park, Illinois) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was barred from association 
with any NASD member in any principal or supervisory capacity. 
Without admitting or denying the allegations, Kowalski 
consented to the described sanction and to the entry of findings 
that he failed to establish, maintain, and enforce a supervisory 
system and written supervisory procedures reasonably designed 
to achieve compliance with applicable securities laws and 
regulations and applicable rules of NASD regarding: 


b The procedures requiring the prior approval of the 
Designated Supervisory Employee (DSE) or branch manager 
before the sale of restricted stock before associated persons 
of the firm could open an account with other NASD 
members, and before registered representatives could 
direct customers to investment opportunities that were not 
sponsored by the firm; but the procedures designated an 
individual as DSE who was not functioning in that capacity, 
and did not identify the person who had responsibility for 
functioning in the capacity of DSE or branch manager, who 
in fact was Kowalski; 


The sale of restricted stock; 
Suitability of transactions; 


Transactions for or by associated persons; and 


a > > ë p 


Private securities transactions, in that the procedures 
failed to define what was meant by "directing customers" 
or “sponsored by the firm." 


In addition, the findings stated that Kowalski failed to enforce 
the firm's written supervisory procedures regarding private 
securities transactions by permitting a registered representative 
to effect securities transactions off the books and records of his 
member firm. (NASD Case #C8A030052) 
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Thomas Donald Krosschell (CRD #1010632, Registered 
Representative, Eden Prairie, Minnesota) submitted an Offer 
of Settlement in which he was fined $60,000, suspended from 
association with any NASD member in any capacity for 18 
months, and barred from association with any NASD member 
as a principal or supervisor. Without admitting or denying the 
allegations, Krosschell consented to the described sanctions and 
to the entry of findings that he purchased shares of common 
stock of companies on the basis of material and nonpublic 
information that a company was negotiating a reverse merger 
with another corporation and tipped others to purchase stock. 
The findings also stated that after the company publicly 
announced that it was negotiating a merger, the price of the 
stock increased significantly, and shortly thereafter Krosschell 
sold his stock from his member firm account and realized a 
profit. The findings further stated that Krosschell, for his direct 
or indirect personal benefit or as a gift, knowingly breached a 
fiduciary or similar duty of trust and confidence to the company 
and/or his member firm by disclosing, directly or indirectly to 
others, material nonpublic information regarding merger 
discussions between two companies. 


Krosschell’s suspension began August 4, 2003, and 
will conclude at the close of business February 3, 2005. (NASD 
Case #CMS020143) 


Luann Laney (CRD #1261793, Registered Principal, 
Arlington, Texas) submitted a Letter of Acceptance, Waiver, 
and Consent in which she was fined $7,500 and suspended 
from association with any NASD member in a principal or 
supervisory capacity for 30 business days. Without admitting 

or denying the allegations, Laney consented to the described 
sanctions and to the entry of findings that, while conducting 

a branch office audit of one of her firm’s offsite registered 
representatives, she failed to review the branch office's 
checking account despite the fact that she was using an office 
examination checklist that contained specific inquiries about 
the branch office checking account which would have revealed 
a $2.6 million fraudulent Ponzi scheme by a registered 
representative. The findings also stated that Laney allowed a 
representative to “voluntarily” resign without disclosing that the 
representative was under investigation for possible selling away, 
misappropriation of customer funds, and acting as a clearing 
firm. 





Laney’s suspension began July 21, 2003, and will 
conclude at the close of business August 29, 2003. (NASD Case 
#C06030012) 


Michael Allen Loween (CRD #2181503, Registered 
Representative, Washington) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred from 
association with any NASD member in any capacity. Without 
admitting or denying the allegations, Loween consented to the 
described sanction and to the entry of findings that he 
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participated in outside business activities without providing 
prompt written notice to his member firm. The findings also 
stated that Loween engaged in private securities transactions 
without prior written notice to, and approval from, his member 
firm. (NASD Case #C3B030009) 


Jeffrey Anthony Malfetti (CRD #2451948, Registered 
Representative, Warren, New Jersey) submitted a Letter 

of Acceptance, Waiver, and Consent in which he was fined 
$20,000 and suspended from association with any NASD 
member in any capacity for 31 days. Without admitting or 
denying the allegations, Malfetti consented to the described 
sanctions and to the entry of findings that he was a trader 
responsible for executing his member firm’s transactions in a 
common stock. The findings also stated that Malfetti, acting on 
behalf of his member firm, received two market-on-open orders 
to sell 70,900 shares of common stock and one market-on-open 
order to buy 4,791 shares, resulting in a sell imbalance of 
66,109 shares to be executed at the opening price. The findings 
also stated that, prior to the market open, his member firm 
received a SelectNet order to buy 3,000 shares of common stock 
at $15.12 per share, a price below his member firm's then 
current offer of $15.35 per share. In addition, Malfetti, on 
behalf of his member firm, partially executed 100 shares of 

the pending SelectNet order at which time his member firm’s 
published offer of $15.26 per share represented the inside offer. 
The trade was reported to ACT and was the first unmodified 
trade at or after the open during normal business hours, thereby 
constituting the opening price. NASD found that the partial 
execution at an inferior price to his member firm's quote caused 
the opening price of common stock to be artificially reduced. 
Furthermore, the findings stated that Malfetti executed its 
market-on-open orders to sell 6,800 shares and 64,100 shares 
at $15.12 per share and its market-on-open order to buy 4,791 
shares at $15.12 per share. 


Malfetti's suspension began July 21, 2003, and will 
conclude at the close of business August 20, 2003. (NASD 
Case #CMS030132) 


Edward Atwood Maxfield (CRD #323631, Registered 
Principal, Desert Hot Springs, California) submitted a Letter 
of Acceptance, Waiver, and Consent in which he was fined 
$15,000, ordered to pay $55,382 in financial benefits received 
to customers, and suspended from association with any NASD 
member in any capacity for one year. The fine must be paid and 
proof of payment of financial benefits must be made before 
Maxfield reassociates with any NASD member following the 
suspension or before requesting relief from any statutory 
disqualification. Without admitting or denying the allegations, 
Maxfield consented to the described sanctions and to the entry 
of finding that he offered for sale and sold to public customers 
securities that were neither registered pursuant to Section 5 

of the Securities Act of 1933 nor exempt from registration 
thereunder. The findings also stated that Maxfield permitted 
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persons who were not registered with his member firm to offer 

and sell these securities to public customers, and failed to obtain 
information required by NASD Rule 3110 with respect to certain 
purchasers of securities. 


Maxfield’s suspension began July 21, 2003, and will 
conclude at the close of business July 20, 2004. (NASD Case 
#C3A030023) 


Robert Edwin McBride (CRD #1195514, Registered 
Principal, Lakeside, Michigan) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was barred 

from association with any NASD member in any principal or 
supervisory capacity. Without admitting or denying the 
allegations, McBride consented to the described sanction and to 
the entry of findings that he failed to establish, maintain, and 
enforce a supervisory system and written supervisory procedures 
reasonably designed to achieve compliance with applicable 
securities laws, regulations, and NASD rules regarding: 


» The procedures requiring the prior approval of the 
Designated Supervisory Employee (DSE) or branch manager 
before the sale of restricted stock, before associated 
persons of his firm could open an account with other NASD 
members, and before registered representatives could direct 
customers to investment opportunities that were not 
sponsored by his firm, but the procedures designated an 
individual as DSE who was not functioning in that capacity, 
and did not identify the person who had responsibility for 
functioning in the capacity of DSE or branch manager; 


b The sale of restricted stock, in that McBride knew or should 
have known that a registered representative was 
participating in the sale of restricted stock without the prior 
approval of any supervisory principal at his firm; 


» Transactions for or by associated persons, in that McBride 
knew, or should have known, that his firm’s registered 
representatives had opened accounts at other NASD 
member firms without first obtaining the prior written 
approval of any supervisory principal at his firm; and 


» Private securities transactions, in that the procedures failed 
to define what was meant by “directing customers" or 
“sponsored by the firm," and the supervisory system was 
such that McBride knew, or should have known, that his 
firm’s representatives were in fact directing customers to 
investment opportunities that were not sponsored by the 
firm and participating in private securities transactions 
without the prior written approval of any supervisory 
principal at his firm. 


In addition, the findings stated that McBride failed to enforce his 
firm’s written supervisory procedures regarding private securities 
transactions by permitting a registered representative to effect 
securities transactions off the books and records of the firm. 
(NASD Case #C8A030051) 


NASD NtM / DISCIPLINARY ACTIONS AUGUST 2003 


Padraig Conrad McGlynn (CRD #2983783, Registered 
Representative, Maspeth, New York) was barred from 
association with any NASD member in any capacity. The sanction 
was based on findings that McGlynn sent false documents to a 
public customer in that he signed and forwarded to the 
customer a letter with an enclosed document that MCGlynn’s 
letter described as a “Temporary Confirmation.” NASD found 
that prior to sending the letter, McGlynn used a computer to 
create what appeared to be a letterhead for a company 
unrelated to his member firm and which was not associated 
with NASD, and used this letterhead on the letter and the 
Temporary Confirmation. In addition, the findings stated that the 
Temporary Confirmation falsely represented that the customer 
had agreed to purchase shares of stock and that shares had 
been purchased for the customer through his member firm 
when in fact the customer had not agreed to such a purchase, 
McGlynn had not placed an order to purchase the shares for the 
customer, and no such transactions had taken place. (NASD 
Case #C8A030014) 


Thomasina Michalik (CRD #1527578, Registered 
Representative, Farmingdale, New York) submitted a Letter 
of Acceptance, Waiver, and Consent in which she was fined 
$5,000 and suspended from association with any NASD member 
in any capacity for 20 business days. Without admitting or 
denying the allegations, Michalik consented to the described 
sanctions and to the entry of findings that she participated in 
private securities transactions without providing her member 
firm with written notification. 


Michalik’s suspension began August 4, 2003, and will 
conclude at the close of business August 29, 2003. (NASD Case 
#CLI030015) 


Wade Robert Olsen (CRD #4527093, Associated Person, 
Eagan, Minnesota) submitted a Letter of Acceptance, Waiver, 
and Consent in which he was fined $2,500 and suspended from 
association with any NASD member in any capacity for one 
month. The fine must be paid before Olsen reassociates with 
any NASD member following the suspension or before 
requesting relief from any statutory disqualification. Without 
admitting or denying the allegations, Olsen consented to the 
described sanctions and to the entry of findings that he failed 
to disclose material facts on his Form U4. 


Olsen’s suspension began August 4, 2003, and will 
conclude at the close of business September 3, 2003. (NASD 
Case #C04030035) 


John Douglas Parsons (CRD #2038288, Registered 
Representative, Madisonville, Louisiana) was barred from 
association with any NASD member in any capacity. The sanction 
was based on findings that Parsons requested and obtained 
from his member firm checks totaling $893,700 to withdraw 
funds from the accounts of public customers without their 
knowledge or consent, endorsed the checks, and deposited 
them in a bank account he controlled thereby converting the 
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funds to his own use and benefit. NASD also found that Parsons 
failed to respond to NASD requests for information. (NASD 
Case #C05030005) 


Richard Armand Patenaude (CRD# 4069526, Registered 
Representative, Fort Washington, Maryland) submitted a 
Letter of Acceptance, Waiver, and Consent in which he was 
fined $10,000, ordered to disgorge commissions of $23,312.15 
and pay that amount as restitution to a public customer, and 
suspended from association with any NASD member in any 
capacity for two years. The fine and restitution must be paid 
before Patenaude reassociates with any NASD member following 
the suspension or before requesting relief from any statutory 
disqualification. Without admitting or denying the allegations, 
Patenaude consented to the described sanctions and to the 
entry of finding that he signed a customer's name on an 
insurance company variable annuity application he completed 
without the customer’s knowledge or authorization. The findings 
also stated that Patenaude did not notify anyone at his member 
firm that he had signed the customer's name on the application. 
NASD also found that Patenaude thereupon, without the 
customer's knowledge or authorization, submitted the 
application to the insurance company, causing a variable annuity 
to be purchased with funds that were in the customer's account 
at his member firm. 


Patenaude’s suspension began August 4, 2003, and 
will conclude at the close of business August 3, 2005. (NASD 
Case #C9A030022) 


David Lee Pearlman (CRD #1561050, Registered 
Representative, Hawthorne Woods, Illinois) submitted a 
Letter of Acceptance, Waiver, and Consent in which he was 
fined $10,000 and suspended from association with any NASD 
member in any capacity for six months. The fine must be paid 
before Pearlman reassociates with a member firm following the 
suspension or before requesting relief from any statutory 
isqualification. Without admitting or denying the allegations, 
Pearlman consented to the described sanctions and to the entry 
of findings that he failed to give prior written notice of his 
ntention to engage in private securities transactions to his 
member firm, and failed to receive written approval from his 
firm prior to engaging in such activities. 


Q 





Pearlman's suspension began July 21, 2003, and will 
conclude at the close of business January 20, 2004. (NASD 
Case #C8A030050) 


Keith Edward Pelatowski (CRD #3129223, Registered 
Representative, East Haven, Connecticut) submitted a Letter 
of Acceptance, Waiver, and Consent in which he was barred 
from association with any NASD member firm in any capacity. 
Without admitting or denying the allegations, Pelatowski 
consented to the described sanctions and to the entry of 
findings that he signed customer names to various forms 
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without authorization. The findings also stated that Pelatowski 
failed to respond to NASD requests for information. (NASD 
Case #C11030021) 


Jeffrey Scott Piek (CRD #3207495, Registered 
Representative, Loveland, Ohio) was barred from association 
with any NASD member in any capacity. The sanction was based 
on findings that Piek forged the names of existing public 
customers to financial advisory service agreements without the 
customers’ knowledge or consent. The findings also stated that 
Piek forged the signatures of public customers to Mutual Fund 
and Certificate Redemption, Exchange and/or Transfer forms to 
withdraw $500 from each account to pay the financial planning 
fee due under the forged financial planning agreements, and 
then withdrew $500 from each account without the customers’ 
knowledge or consent. (NASD Case #C8B030003) 


Joseph John Piscopo (CRD #2221826, Registered 
Representative, Staten Island, New York) and Peter Laurella 
(CRD #2386054, Registered Representative, Staten Island, 
New York) were barred from association with any NASD 
member in any capacity. The sanctions were based on findings 
that they knowingly and deceptively devised and participated in 
a scheme whereby they caused the purchase of securities in the 
accounts of public customers without the knowledge, 
authorization, or consent of the customers, together receiving 
discretionary bonus payments of approximately $60,000 based 
in part on the unauthorized trades. The findings also stated that 
Piscopo and Laurella failed to respond to NASD requests to 
appear for on-the-record interviews. (NASD Case #CAF020065) 


Jeffrey Allen Richardson (CRD #736249, Registered 
Principal, Columbus, Ohio) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was barred from association 
with any NASD member in any capacity. Without admitting or 
denying the allegations, Richardson consented to the described 
sanction and to the entry of findings that he willfully 
participated in and facilitated an unlawful, unregistered sale of 
shares of stock from company accounts at his member firm to 
customers of another member firm through means of interstate 
commerce, generating profits for his member firm. NASD found 
that Richardson wired funds from the company accounts directly 
to a New York bank account in the name of the stock at the 
instruction of a company contact. The findings also stated that 
Richardson failed to conduct any inquiry as to the sources of the 
shares deposited into the accounts. If he had done so, he would 
have discovered that individuals were acting as underwriters or 
control persons in an unregistered distribution of shares of stock 
on behalf of the issuer. (NASD Case #CMS030156) 


Albert Lee Rosebush (CRD #1213100, Registered 
Representative, Mishawaka, Indiana) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined $7,500 
and suspended from association with any NASD member firm in 
any capacity for six weeks. Without admitting or denying the 
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allegations, Rosebush consented to the described sanctions and 
to the entry of findings that he failed and neglected to provide 
prompt written notice to his member firm of his outside 
business activities, in that he accepted compensation from 
another company for the sales of equity indexed annuities to 
public customers. 


Rosebush’s suspension began August 4, 2003, and will 
conclude September 14, 2003. (NASD Case #C8A030053) 


George Michael Santangelo (CRD #1089021, Registered 
Principal, Greenwich, Connecticut) and Lawrence M. Hoes 
(CRD #1962908, Registered Principal, Mahwah, New Jersey) 
submitted a Letter of Acceptance, Waiver, and Consent in which 
they were fined $50,000, jointly and severally, and each 
suspended from association with any NASD member in any 
principal or supervisory capacity for four months. Without 
admitting or denying the allegations, Santangelo and Hoes 
consented to the described sanctions and to the entry of 
findings that they aided and abetted the preparation and filing 
of false and misleading FOCUS reports and books and records 
by their member firm by entering into agreements with another 
NASD member firm that enabled their member firm to falsely, or 
deceptively, report or reflect the other firm's net capital on their 
firm’s FOCUS reports and other financial documents. The 
findings also stated that a member firm, acting through 
Santangelo and Hoes, conducted a securities business when its 
net capital declined below the minimum amount required by the 
Securities and Exchange Commission (SEC). 


Santangelo's and Hoes' suspensions will begin 
September 2, 2003, and will conclude January 1, 2004. (NASD 
Case #C10030049) 


Michael Court Scanlon (CRD #412027, Registered 
Representative, Columbus, Ohio) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined $5,000 
and suspended from association with any NASD member in any 
capacity for six months. The fine must be paid before Scanlon 
reassociates with any NASD member following the suspension 
or before requesting relief from any statutory disqualification. 
Without admitting or denying the allegations, Scanlon consented 
to the described sanctions and to the entry of findings that he 
engaged in private securities transactions without prior written 
notice to, and approval from his member firm. 


Scanlon’s suspension began July 21, 2003, and will 
conclude at the close of business January 20, 2004. (NASD 
Case C8B030011) 


Edward Douglas Shanklin, Jr. (CRD #1852074, Registered 
Representative, New Orleans, Louisiana) submitted a Letter 
of Acceptance, Waiver, and Consent in which he was suspended 
from association with any NASD member in any capacity for 
eight weeks. In light of the financial status of Shanklin, no 
monetary sanctions have been imposed. Without admitting or 
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denying the allegations, Shanklin consented to the described 
sanction and to the entry of findings that he participated in 
private securities transactions without providing prior written 
notice to his member firm. 


Shanklin’s suspension began August 4, 2003, and will 
conclude at the close of business September 26, 2003. (NASD 
Case #C05030033) 


David Alan Shaw (CRD #3152054, Registered 
Representative, Sumner, Indiana) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined $5,000 
and suspended from association with any NASD member firm in 
any capacity for 30 days. Without admitting or denying the 
allegations, Shaw consented to the described sanctions and to 
the entry of findings that he affixed the signature of a public 
customer who maintained a personal and a corporate securities 
account with his member firm on a document that authorized 
the combination of all assets of the personal and corporate 
accounts into one of the accounts without the customer's 
knowledge or consent. 


Shaw's suspension began August 18, 2003, and will 
conclude at the close of business September 16, 2003. (NASD 
Case #C8A030055) 


Samuel Sherr (CRD #2163899, Registered Principal, 
Brooklyn, New York) submitted a Letter of Acceptance, Waiver, 
and Consented in which he was fined $5,000 and suspended 
from association with any NASD member in any capacity for 40 
days. Without admitting or denying the allegations, Sherr 
consented to the described sanctions and to the entry of 
findings that he failed to respond timely to NASD requests to 
appear for an on-the-record interview. 


Sherr’s suspension began August 4, 2003, and will 
conclude at the close of business September 12, 2003. (NASD 
Case #C10030044) 


James Edward Stewart (CRD #2325868, Registered 
Principal, Walnut Creek, California) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined $3,035, 
including disgorgement of commissions of $535, and suspended 
from association with any NASD member in any capacity for 10 
business days. The fine must be paid before Stewart reassociates 
with any NASD member following the suspension or before 
requesting relief from any statutory disqualification. Without 
admitting or denying the allegations, Stewart consented to the 
described sanctions and to the entry of findings that he 
informed public customers that he would guarantee them 
against any losses in their securities investments, which he put in 
writing, and he signed the guarantee. 





Stewart's suspension will begin August 18, 2003, and 
will conclude at the close of business August 29, 2003. (NASD 
Case #C02030040) 
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Scott Hitoshi Tominaga (CRD #2416724, Registered 
Principal, Gilbert, Arizona) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was barred from association 
with any NASD member in any capacity and ordered to pay 
$40,173.92, plus interest, in restitution. Restitution must be paid 
before Tominaga requests relief from any statutory 
disqualification. Without admitting or denying the allegations, 
Tominaga consented to the described sanction and to the entry 
of findings that he effected transactions in the accounts of 
public customers without their prior knowledge, authorization, 
or consent. The finding also stated that Tominaga, on behalf of 
his member firm, prepared and filed with NASD false and 
misleading FOCUS Reports. NASD also found that Tominaga 
failed to respond to an NASD request to appear for an on-the- 
record interview. (NASD Case #C3A030020) 


Joseph Anthony Watters (CRD #1001336, Registered 
Representative, Monroeville, Pennsylvania) submitted an 
Offer of Settlement in which he was barred from association 
with any NASD member in any capacity. Without admitting or 
denying the allegations, Watters consented to the described 
sanction and to the entry of findings that he participated in 
business activities outside the scope of his employment with his 
member firm, and did not provide his firm with notice of the 
activities or his acceptance of compensation. The findings also 
stated that Watters failed to respond to an NASD request to 
appear for testimony. (NASD Case #C9A030005) 


John Michael Yates (CRD #3053691, Registered 
Representative, Niles, Michigan) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was fined $2,500 
and suspended from association with any NASD member in any 
capacity for 10 business days. Without admitting or denying the 
allegations, Yates consented to the described sanctions and to 
the entry of findings that he failed and neglected to provide 
prompt written notice to his member firm of his outside 
business activities. 


Yates’ suspension began July 21, 2003, and concluded 
at the close of business August 1, 2003. (NASD Case 
#C8A030048) 


Michael Reed Zigler (CRD #1020776, Registered Principal, 
Andover, Minnesota) submitted a Letter of Acceptance, 
Waiver, and Consent in which he was fined $10,000 and 
suspended from association with any NASD member in a 
principal or supervisory capacity for 20 business days. Without 
admitting or denying the allegations, Zigler consented to the 
described sanctions and to the entry of findings that he 
permitted a statutorily disqualified individual to be a non- 
registered person associated with his member firm in a branch 
office. 


Zigler’s suspension began July 7, 2003, and concluded 
at the close of business August 1, 2003. (NASD Case 
#C04030038) 
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Individual Fined 


Craig Stephan Gutmann (CRD #3261809, Registered 
Representative, Riverwoods, Illinois) submitted a Letter of 
Acceptance, Waiver, and Consent in which he was censured 
and fined $33,329.30, which includes the disgorgement of 
transaction profit of $30,829.30. Without admitting or denying 
the allegations, Gutmann consented to the described sanctions 
and to the entry of findings that, in contravention of NASD Rule 
IM-2110-1, he purchased, or allowed to be purchased, shares of 
common stock for the securities account in his name at another 
member firm and shares for the securities account in the name 
of a company in which Gutmann had a beneficial interest, at the 
public offering price. NASD also found that Gutmann failed to 
notify his member firm in writing of his control and beneficial 
interest in an account at a company that was established at 
another member firm. The findings also stated that Gutmann 
failed to notify the other member firm of his association at his 
member firm with respect to the account of a company that 
Gutmann controlled and in which he had a beneficial interest. 
(NASD Case #C8A030057) 


Decisions Issued 


The following decisions have been issued by the DBCC or the 
Office or Hearing Officers and have been appealed to or called 
for review by the NAC as of July 4, 2003. The findings and 
sanctions imposed in the decision may be increased, decreased, 
modified, or reversed by the NAC. Initial decisions whose time 
for appeal has not yet expired will be reported in the next 
Notices to Members. 


Mark Horace Love (CRD #1268245, Registered 
Representative, Scottsdale, Arizona) was fined $25,000 
and suspended from association with any NASD member in 
any capacity for 30 business days. The NAC imposed the 
sanctions following the appeal of an OHO decision. The 
sanctions were based on findings that Love participated in 
private securities transactions without giving prior written 
notice to his member firm. 


Love has appealed the action to the SEC, and the 
sanctions are not in effect pending consideration of the appeal. 
(NASD Case #C3A010009) 


Thomas Andrew Timberlake (CRD #870022, Registered 
Principal, Tampa, Florida) was fined $25,000, suspended from 
association with any NASD member in any capacity for two 
years, and ordered to offer rescission by purchasing, at the 
original purchase price, the Certificates of Deposit (CDs) he sold 
to, and which are still held by, public customers. Timberlake was 
also ordered to pay $3,400 in restitution to public customers. 
The sanctions were based on findings that Timberlake made 
material misrepresentations and omissions of fact concerning 
the sale of callable CDs to public customers. 
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Timberlake has appealed this decision to the NAC, and 
the sanctions are not in effect pending consideration of the 
appeal. (NASD Case #C07010099) 


J. Alexander Securities, Inc. (CRD #7809, Los Angeles, 
California) and James Alexander (CRD #2762, Registered 
Principal, Los Angeles, California). The firm was fined 
$200,000 and required to hire an independent consultant for 
three years to review its supervisory, compliance, and other 
policies and procedures designed to detect and prevent federal 
securities and NASD rules violations. In addition, the firm's 
market-making functions in a branch were suspended for 60 
days or until the recommendations of the independent 
consultant are implemented, whichever is later. Alexander was 
fined $200,000, suspended from association with any NASD 
member in any capacity for two years, and ordered to requalify 
by exam as a principal. The suspension as a principal will 
continue until he has requalified as a principal by exam. The 
sanctions against the firm and Alexander were based on findings 
that the firm and Alexander failed to establish and maintain an 
adequate supervisory system to detect and deter the misconduct 
of a registered representative. 


The firm and Alexander appealed the findings and 
sanctions, and the Department of Enforcement cross-appealed 
as to the sanctions. The sanctions are not in effect pending 
consideration of the appeal by NASD’s NAC. (NASD Case 
#CAFO10021) 


Complaints Filed 


The following complaints were issued by NASD. Issuance of a 
disciplinary complaint represents the initiation of a formal 
proceeding by NASD in which findings as to the allegations in 
the complaint have not been made, and does not represent a 
decision as to any of the allegations contained in the complaint. 
Because these complaints are unadjudicated, you may wish to 
contact the respondents before drawing any conclusions 
regarding the allegations in the complaint. 


Jonathan B. Abrams (CRD #2052573, Registered Principal, 
River Edge, New Jersey) was named as a respondent in an 
NASD complaint alleging that he failed and neglected to insure 
that municipal securities transactions executed by his member 
firm were executed at prices that were fair and reasonable. The 
complaint also alleged that Abrams failed and neglected to 
establish, maintain, and enforce his member firm’s written 
supervisory procedures, which would insure that municipal 
security sales prices were fair and reasonable in accordance 
with MSRB Rule G-30. (NASD Case #C9B030043) 
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John Steven Blount (CRD #2253398, Registered 
Representative, Lake Charles, Louisiana) was named as a 
respondent in an NASD complaint alleging that he made 
recommendations for public customers that were unsuitable in 
view of the customers’ investment objectives, income, low risk 
tolerance, need for liquidity and income, and interest in 
preserving principal. The complaint also alleges that Blount 
knowingly and recklessly misrepresented material features of the 
contracts to fraudulently induce the customers’ purchases in that 
he provided the customers with written “proposals” that 
omitted material facts, contained unwarranted claims, and were 
misleading. The complaint further alleges that Blount directed 
his sales assistant to record inaccurately the customers’ financial 
situation and investment objective information on a section of 
the annuity application designated as the “Client Profile” form, 
which is used by Blount’s firm to review the suitability of 
investment recommendations and sales. In addition, the 
complaint alleges that Blount participated in a private securities 
transaction without providing prior written notice to his member 
firm. (NASD Case #C05030034) 


Larry Joseph Bolden (CRD #2073064, Registered 
Representative, Austin, Texas) was named as a respondent in 
an NASD complaint alleging that he signed the name of a public 
customer to letters of authorization, thereby causing the transfer 
of $23,466 from the customer's account to accounts under his 
control without the customer's authorization, knowledge, or 
consent. The complaint also alleges that Bolden directed that 
$23,466 of a customer's funds be transferred to account(s) he 
controlled and used the funds for his own benefit without the 
customer's authorization, knowledge, or consent. In addition, 
the complaint alleges that Bolden failed to respond to NASD 
requests for information. (NASD Case #C06030010) 


Mario Lucas Chavez (CRD #4082977, Registered 
Representative, Albuquerque, New Mexico) was named as a 
respondent in an NASD complaint alleging that he received 
$22,103.24 from a public customer intended for investment. 
The complaint alleges that Chavez delivered the $16,053.24 
check to his member firm, directed the office staff to apply 
$11,000 to the purchase of a fixed annuity and to issue a 
$5,053.24 check payable to his member firm’s clearing firm, and 
took possession of the check payable to the clearing firm and 
deposited it into a securities account in his name with his 
member firm. Furthermore, the complaint alleges that Chavez 
failed to invest the proceeds of the check payable to the clearing 
firm and the cash he received from the customer for the 
customer's benefit, and, instead, retained possession of these 
funds and used them for his own personal use and benefit. In 
addition, the complaint alleges that Chavez prepared an account 
statement, or caused it to be prepared, and delivered it to the 
customer in order to conceal from the customer that he had 
taken the funds and used them for his personal benefit. The 
complaint also alleges that Chavez failed to respond to NASD 
requests for information. (NASD Case #C3A030025) 
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Patrick Troy Fanning (CRD #4051410, Registered 
Representative, Mechanicsville, Maryland) was named as a 
respondent in an NASD complaint alleging that he withdrew at 
least $22,380 from the accounts of public customers for his own 
use and benefit. The complaint also alleges that Fanning 
withdrew $22,292.96 from the accounts of public customers 
without their knowledge, authorization, or consent, and 
deposited the funds into the accounts of the customers from 
which he had withdrawn $22,380, thereby misusing customer 
funds. In addition, the complaint alleges that Fanning failed to 
respond to NASD requests to appear for an on-the-record 
interview. (NASD Case #C10030045) 


Robert Cowan Hess (CRD #2871722, Registered 
Representative, South Amboy, New Jersey) and Russell 
Wayne Miller (CRD #3219969, Registered Representative, 
Cibold, Texas) were named as respondents in an NASD 
complaint alleging that they recommended purchase and sale 
transactions in various securities to a public customer without 
having reasonable grounds for believing that such transactions 
were suitable for the customer in light of the size of the 
transactions, the customer's financial situation, investment 
objectives, needs, and/or the nature of the securities. (NASD 
Case #C9B030041) 


Anthony Koulouris (CRD #3011289, Registered 
Representative, Carle Place, New York) was named as a 
respondent in an NASD complaint alleging that he effected, or 
caused to be effected, a transaction in the account of a public 
customer without the customer's knowledge, authorization, or 
consent. The complaint also alleges that Koulouris failed to 
testify truthfully during an NASD on-the-record interview and 
failed to respond to NASD requests for information. In addition, 
the complaint alleges that Koulouris failed to disclose material 
information on his Form U4. (NASD Case #C10030042) 





George Arthur Murphy, Jr. (CRD #1036919, Registered 
Principal, Havertown, Pennsylvania) was named as a 
respondent in an NASD complaint alleging that in connection 
with the purchase or sale of securities, he knowingly or 
recklessly effected transactions in, or induced the purchase or 
sale of, securities by means of manipulative, deceptive or other 
fraudulent devices or contrivances. The complaint also alleges 
that Murphy engaged in the short-term purchase and sale of 
securities in accounts of public customers and did not have a 
reasonable basis for believing that such transactions were 
suitable for the customers based upon the frequency of the 
transactions, the nature of their accounts, and their financial 
situation, and needs. In addition the complaint alleges that 
Murphy exercised discretion in the accounts of public customers 
without having obtained prior written authorization from the 
customers and prior written acceptance of these accounts as 
discretionary by his member firm. (NASD Case #C9A030023) 
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Morgan Wilshire Securities, Inc. (CRD #44807, Westbury, 
New York) and Barry Francis Cassese (CRD #2080657, 
Registered Principal, E. Northport, New York) were named 
as respondents in an NASD complaint alleging that the firm, 
acting through Cassese and other representatives, effected 
transactions in highly liquid securities as either principal or agent 
and charged excessive markups, markdowns, and commissions. 
The complaint also alleges that the firm and Cassese failed to 
maintain and enforce a supervisory system with regard to 
charges to customers that was reasonably designed to achieve 
compliance with NASD rules to prevent charging customers 
excessive amounts for transactions. (NASD Case #CAF030030) 


Individuals Barred Pursuant to NASD Rule 9544 
for Failure to Provide Information Requested 
Under NASD Rule 8210 


(The date the bar became effective is listed after the entry.) 


Carrasquillo, Marcus 
Oceanside, New York 
(June 19, 2003) 


Cope, Anthony D. 
Coraopolis, Pennsylvania 
(June 9, 2003) 


Figat, Brian Christopher 
East Patchogue, New York 
(June 19, 2003) 


Mason, Gregory A. 
New York, New York 
(June 10, 2003) 


Reese, Daniel B. 
Cleburne, Texas 
(June 13, 2003) 


Schwartz, Robert A. 
Los Angeles, California 
(June 9, 2003) 


Individuals Suspended Pursuant to NASD Rule 
9541(b) for Failure to Provide Information 
Requested Under NASD Rule 8210 


(The date the suspension began is listed after the entry. If the 
suspension has been lifted, the date follows the suspension 
date.) 


Gentry, Joshua A. 
Kyle, Texas 
(June 27, 2003) 
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Langley, Robert J. 
Laguna Beach 
California (June 24, 2003) 


Individual Suspended Pursuant to NASD Rule 
Series 9510 for Failure to Comply with an 
Arbitration Award or a Settlement Agreement 


Strasser, Michael 
Woodcliff Lake, New Jersey 
(June 19, 2003) 


NASD Charges Sisung Securities with 
Wrongfully Receiving Over $2 Million in 
Underwriting Fees in 21 Municipal Bond 
Offerings 


NASD has charged Sisung Securities Corp. of New Orleans, La., 
and its owner, Lawrence J. Sisung, Jr., with violating securities 
rules by participating in 21 municipal bond offerings in which 
the firm was not eligible to participate due to political 
contributions to members of the Louisiana State Bond 
Commission. 


The NASD complaint alleges that from 1998 through 2001, 
Sisung made 14 political contributions, through entities that he 
controlled, of almost $17,000 to members of the Louisiana State 
Bond Commission. MSRB (Municipal Securities Rulemaking 
Board) Rule G-37 prohibited Sisung’‘s brokerage firm from 
participating in any municipal business approved by the 
Louisiana State Bond Commission for two years from the date of 
each contribution. However, Sisung Securities failed to follow 
this restriction and improperly participated in 21 Louisiana bond 
issues, earning more than $2.1 million in municipal underwriting 
fees. 


In addition, NASD charged that Sisung Securities failed to report 
political contributions of over $44,000, which includes the 
$17,000, as required by MSRB rules, and failed to keep required 
records of such contributions. 


The MSRB is the self-regulatory organization charged with 
primary rulemaking authority for the municipal securities 
activities of brokers and dealers. NASD enforces the rules of the 
Municipal Securities Rulemaking Board. 


Under NASD rules, an individual named in a complaint can file a 
response and request a hearing before an NASD disciplinary 
panel. Possible sanctions include a fine, order to pay restitution, 
censure, suspension, or bar from the securities industry. 
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NASD Brings Enforcement Action For 
Class B Mutual Fund Share Sales Abuses 
And Issues Investor Alert on Class B Shares 


NASD has censured and fined McLaughlin, Piven, Vogel 
Securities, Inc. (MPV) and its Chairman a total of $100,000 for 
supervisory violations and unsuitable sales of Class B shares of 
mutual funds, and directed restitution of approximately $90,000 
to customers. Additionally, NASD suspended MPV's Chairman 
James C. McLaughlin for a period of 30 business days in his 
capacity as a principal. 


Today's action is part of a larger, ongoing focus of NASD on the 
sale of Class B mutual fund shares. In the last two years NASD 
has brought more than half a dozen significant enforcement 
cases involving sales violations of Class B shares. 


NASD has also released an alert to investors about the expenses 
involved in purchasing Class B mutual fund shares and how to 
determine which share class may be appropriate. The alert, Class 
B Mutual Fund Shares: Do They Make the Grade? can be found 
at www.nasar.com/alert_classb_funds.htm. The alert also 
includes an expense analyzer that allows comparisons between 
two funds or classes of funds at one time, tells investors where 
the fees fall compared to industry averages, and highlights when 
investors should look for breakpoint discounts. Using NASD’s 
Mutual Fund Expense Analyzer, investors can calculate and 
compare the expenses of Class A, B, or C shares or any other 
shares class offered. 


“Today's enforcement action puts brokers on notice that 
investors must be sold an appropriate class of mutual fund, and 
our Investor Alert gives investors the tools to educate themselves 
about the costs involved when purchasing Class B shares,” said 
Mary L. Schapiro, NASD Vice Chairman and President of 
Regulatory Policy and Oversight. “The information in today’s 
alert allows investors to better protect themselves when 
purchasing mutual funds.” 


In the enforcement action, NASD found that from June 1998 
through May 2002, MPV violated NASD’s suitability rules by 
recommending purchases of large volumes of Class B shares of 
mutual funds in the accounts of 21 MPV customers totaling 
approximately $9.3 million. The large purchases of Class B 
shares deprived customers of the lower or potentially lower sales 
charges available through Class A shares of the same funds. 


While Class A shares typically involve a front-end sales charge, 
these fund shares also typically incur lower ongoing charges and 
there is no contingent deferred sales charge upon the sale of the 
shares. Class B mutual fund shares generally do not incur a 
front-end sales charge, but generally are subject to higher 
ongoing charges and a contingent deferred sales charge upon 
the sale of shares. 
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In one instance, a broker recommended the purchase of Class B 
shares of mutual funds in four different fund families for a single 
customer's account in lieu of the less costly Class A shares. The 
positions accumulated in these shares in each of the fund 
families ranged from $375,000 to $650,000. 


NASD also found that MPV and its Chairman and supervisory 
principal, James C. McLaughlin, failed to establish, maintain, and 
enforce an adequate supervisory system that would have 
detected and prevented the unsuitable large Class B share 
positions. 


In settling this matter, MPV and McLaughlin neither admitted 
nor denied the allegations, but consented to the entry of 
findings. MPV also agreed to hire an independent consultant to 
review and recommend revisions to its supervisory system in 
connection with its investment company securities business. 


NASD Files Enforcement Actions Involving 
Unsuitable Sales of Mutual Funds 


NASD has announced five new enforcement actions as part of 
its ongoing focus on the sale of Class B mutual fund shares. 
Four of these cases are settlements in which the individuals 
agreed to suspensions from the securities industry for up to nine 
months, and fines totaling almost $120,000. The fifth action is a 
complaint where the broker is contesting the charges. 


In each of the settled cases, the brokers violated NASD's 
suitability rule by recommending their customers purchase of B 
share mutual funds instead of A shares. The purchase of A 
shares would have eliminated or reduced front-end sales charges 
through breakpoint discounts available at various dollar 
amounts; resulted lower ongoing expenses than those available 
through B shares; and would have avoided the contingent 
deferred sales charges associated with B shares. The differences 
between A and B share mutual funds are explained more fully in 
an Investor Alert recently published by NASD: Investor Alert - 
Class B Mutual Fund Shares: Do They Make the Grade? 
(http:/Awww.nasd.com/Investor/Alerts/alert_classb_funds.htm). 


"In recommending mutual funds with different classes to 
investors, the broker must put his customer first. It is critical that 
a broker consider the costs of A shares versus B shares for the 
customer, and not the profit for the broker," said Mary L. 
Schapiro, NASD Vice Chairman and President of Regulatory 
Policy and Oversight. "NASD will continue to bring sales practice 
cases such as these when investors are sold mutual fund 
products that are unsuitable. " 
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The cases announced today are: 


Qimat R. Goyal, associated with Marsco Investment Corp., 
of Roseland, NJ, was fined $48,346 and suspended for nine 
months for unsuitable mutual fund B share recommendations 
to five customers. 


Keith Korch, associated with Tucker Anthony, Inc.'s Sturbridge, 
MA office, was fined $60,000 and suspended for 30 days for 
recommending the purchase of $3.5 million of mutual fund B 
shares to a customer. Given the dollar amount invested, the 
investor would have been able to purchase the A shares without 
any up-front sales charge. 


James Wheeler and James Wheeler & Co., Inc., of Denver, CO: 
a fine of $8,600 to be paid by the firm, a suspension of Wheeler 
for 10 business days and various remedial undertakings, 
including a requirement that before recommending B shares in 
the future the firm prepare and give to the customer an analysis 
of the relative costs of the two classes. The respondents 
recommended unsuitable purchases of B shares in 20 funds 
from 15 fund families to a customer who should have purchased 
A shares. 


Robert Barmen, associated with UBS Financial Services, Inc.'s 
Pittsburgh, PA office, was fined $2,500 and suspended for 10 
business days for unsuitable mutual fund B share 
recommendations to a customer. 


Paul Pallo, a registered representative with Staten Securities 
of Staten Island, NY, was charged in a complaint with selling 
mutual fund B shares to two customers when Class A shares 
would have been more suitable. 


Under NASD rules, an individual named in a complaint can file 
a response and request a hearing before an NASD disciplinary 
panel. Possible sanctions include a fine, order to pay restitution, 
censure, suspension, or bar from the securities industry. 
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